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1 . SUMMARY. THE REGULARLY SCHEDULED CONCERTED ACTION 
MEETING TOOK PLACE BETWEEN GOVERNMENT, LABOR AND 
BUSINESS TO DISCUSS THE ECONOMIC SITUATION AND RELATED 
POLICIES. WHILE THERE WAS SOME SHOW OF A REBUTTAL BY 
LABOR TO THE GOVERNMENT/BUSINESS ARGUMENT FOR WAGE 
RESTRAINT TO PROTECT EMPLOYMENT, IT WAS NOT PUSHED TO 
THE POINT OF SERIOUSLY ROCKING THE BOAT. REASON: THE 
LABOR CHIEFS DON'T WANT TO CAUSE THE GOVZRNMENT TOO 
MUCH TROUBLE IN VIEW OF THE UPCOMING ELECTIONS. END 
SUMMARY. 

2. THE FEBRUARY 24 TOP-LEVEL GOVERNMENT/MANAGEMENT/ 

LABOR "CONCERTED ACTION MEETING" REPORTEDLY FEATURED A 
CONSENSUS AMONG THE PARTICIPANTS AS TO (1) THE APPRAISAL 
OF THE CURRENT UNDERLYING BUSINESS SITUATION ("RECOVERY 
PHASE") AND (2) THE NUMBER 1 POLICY TARGET - REDUCTION 

OF UNEMPLOYMENT. HOWEVER, VIEWS ON HOW TO ACHIEVE THE 
LATTER CONTINUED TO DIFFER. EXISTING MEDIUM-TERM MODEL 
CALCULATIONS OF THE ECONOMICS MINISTRY (SEE REFTELS), 

WHICH POINT TO STIMULATION OF INVESTMENT THROUGH HIGHER 
PROFITS AT THE EXPENSE OF WAGES AS THE KEY TO SUSTAINED 
GROWTH AND HIGH EMPLOYMENT LEVELS CONTINUED 

NOT SURPRISINGLY, TO BE FULLY BACKED BY MANAGEMENT BUT 
CONTESTED BY LABOR. 

3. THE TRADE UNION FEDERATION (DGB) PRESENTATION TO THE 
CONCERTED ACTION GROUP WAS A SORT OF REBUTTAL TO THE 
GOVERNMENT'S PRESENTATION MADE AT THEIR LAST GET-TOGETHER 
(SEE REFTELS) ON THE MACRO-ECONOMIC PARAMETERS 
NECESSARY TO CURE THE EMPLOYMENT PROBLEM OVER THE MEDIUM 
TERM. THE UNION FORECAST SUGGESTED THAT UNEMPLOYMENT 
COULD BE BROUGHT DOWN TO 0.9 PERCENT BY 1980 WITH A 

4.5 PERCENT AVERAGE REAL GNP GROWTH, A LABOR PRODUCTIV- 
ITY INCREASE OF 4 PERCENT, AND A REDUCTION IN THE FOREIGN 
WORKER POPULATION TO 1.5 MILLION. THIS IS POSSIBLE, 

ACCORDING TO THE DGB, EVEN WITH GREATER INCREASES IN 
WAGES THAN IN PROFITS. THREE VARIANTS WERE PRESENTED BY 
THE DGB THAT INCLUDED ANNUAL WAGE INCREASES AVERAGING 
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8.3 TO 9.7 PERCENT AND PROFITS AVERAGING BETWEEN 4.7 AND 
8.3 PERCENT IN EACH OF THE FIVE YEARS UNTIL L980. EVEN 
IN THESE CIRCUMSTANCES INVESTMENT NEED NOT SUFFER IN THE 
UNION VIEW. (COMMENT: THIS PAPER WAS DESCRIBED TO US 
BY ECONOMIC "WISEMAN" GUTOWSKI OF THE FRG COUNCIL OF 
ECONOMIC EXPERTS AS NONSENSE, WHICH INDEED IT DOES SEEM 
TO BE IN PROJECTING SUCH A ROSY FUTURE - ESPECIALLY ON 
THE EMPLOYMENT SIDE.). 
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4. THE UNIONS ARGUED THAT A GREATER SHARE OF THE PIE 
FOR BUSINESS IS NO GUARANTEE FOR A LASTING IMPROVEMENT 
OF INVESTMENT PROPENSITY. INSTEAD, THEY WANT TO SEE 
CAPACITY UTILIZATION AND SALES PROSPECTS IMPROVED BY 
SUPPLEMENTING MACRO-ECONOMIC POLICY TOOLS WITH 
STRUCTURAL DEVELOPMENT PLANS, DEMANDING FORWARD LOOKING 
ANALYSES OF VULNERABLE SECTORS OF THE ECONOMY TO 
FACILITATE TIMELY REGIONAL OR SECTORAL COUNTER- 
MEASURES IMPLYING, HOWEVER, THAT THIS WAS NOT INTENDED 
TO INVOLVE DETAILED NATIONAL PLANNING. 
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5. MANAGEMENT REPRESENTATIVES, ON THE OTHER HAND, HELD 
THAT THESE PROPOSALS ARE NOT COMMENSURATE WITH FREE 
MARKET PRINCIPLES, REITERATED THAT IMPROVED PROFITS ARE 
THE MAJOR PREREQUISITE FOR REVIVAL OF INVESTMENT AND 
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ONCE AGAIN EMPHASIZED THAT NOT ONLY WAGE RESTRAINT BUT 
ALSO TAX RELIEF IS NEEDED TO END THE STRANGULATION OF 
PROFITS AND THE RESULTING INVESTMENT SLUMP. 

6. ECONOMICS MINISTER FRIDERICHS EXPLAINED THAT WHAT 

HIS MINISTRY PRESENTED WAS A MODEL CALCULATION (REFERRING 
TO THE EARLIER PRESENTATION MADE AT THE LAST CONCERTED 
ACTION MEETING; SEE REFTEL), AND NOT A GOAL PROJECTION 
OR PROGNOSIS. NEVERTHELESS, HE ONCE AGAIN EMPHASIZED 
THAT, IN HIS VIEW, ABOVE-AVERAGE EXPANSION OF INVESTMENT 
IS INDISPENSIBLE FOR ACCELERATED GROWTH AND HIGHER 
EMPLOYMENT. AT THE SAME TIME, HE REPORTEDLY REQUESTED 
MANAGEMENT "TO SHOW MORE THAN JUST VERBAL APPROVAL" OF 
GOVERNMENT ECONOMIC POLICIES. IN THIS CONTEXT, HE NOT 
ONLY EMPHASIZED THE NEED FOR PRICE RESTRAINT BUT ALSO 
POINTED OUT THAT HIGHER PROFITS SHOULD NOT ONLY BENEFIT 
ENTREPRENEURS BUT SHOULD BE ACCOMPANIED BY STEPPED-UP 
CAPITAL FORMATION BY WORKERS. 

7. COMMENT: WE HAVE BEEN TOLD BY A PARTICIPANT IN THE 
CONCERTED ACTION MEETING THAT THERE WAS A DESIRE ON THE 
PART OF ALL PARTICIPANTS TO AVOID A SERIOUS CONFRONTA- 
TION. LABOR CHOSE NOT TO DEVELOP THE ISSUE OF WAGE 
RESTRAINT AS URGED BY THE GOVERNMENT AND BUSINESS INTO A 
MAJOR DEBATE, NOT SO MUCH BECAUSE THEY WERE CONVINCED BY 
THE MINISTRY'S TECHNICAL ARGUMENTS NOR BY A "SWEETHEART" 
DEAL WITH BUSINESS, BUT RATHER FOR POLITICAL REASONS. 

THE UNIONS, AS WE WERE INFORMED, WERE MOTIVATED OUT OF A 
DESIRE TO BE HELPFUL TO THE GOVERNMENT BY NOT STRONGLY 
ROCKING THE BOAT BEFORE THE UPCOMING PARLIAMENTARY 
ELECTIONS. THERE DEFINITELY WAS NO DESIRE, HOWEVER, TO 
HELP MINISTER FRIDERICHS, ALTHOUGH SUCH A CONCLUSION 
MIGHT OTHERWISE BE DRAWN FROM WHAT APPEARS TO HAVE BEEN 
A FAIRLY AMICABLE GET-TOGETHER. THOUGH LABOR HAD TO 
MAKE A DISPLAY OF MODERATE PROTEST BY PRESENTING THEIR 
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REBUTTAL PAPER DESCRIBED IN PARAGRAPH 2 ABOVE THEY 
MADE NO BIG ISSUE OF IT NOR DID THE GOVERNMENT CHOOSE 
TO MAKE ANY LENGTHY QUANTITATIVE BRIEFING AS HAS BEEN 
THE CASE IN THE PAST. IT SEEMS TO HAVE LARGELY BEEN A 
NON-EVENTFUL RITUALISTIC REUNION THAT TEMPORARILY SWEPT 
THE POTENTIALLY DIVISIVE WAGE ISSUE PARTLY UNDER THE 
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RUG, WHERE HOPEFULLY IT WILL REMAIN UNTIL AFTER 
OCTOBER 3. 

HILLENBRAND 
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